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October L4, 1993

TO: Tony Gallegos, Reclamation Engineer
- /r, .',

FRoM: Steve Schneider, oil & Gas Audit Manager -42t-<
RE: Review of Union Carbide Financial Statements

I have reviewed the Union Carbide financial statements (Form l-O-Q)
for the past two years, and offer the following comments for your
information:

t-. The current ratio meets the self bonding criteria in June
1,993 and June 1"992, but fails in December L992 and
December 199L.

2. The total liability to net worth ratio meets the self
bonding criteria in June L993, June L992, and December
L991, but fails in December L992.

3. Tangible net worth far exceed.s the self bonding criteria
in each of the past four Periods-

4. The self bonding criteria requires $2o niltion of fixed
assets in the United States. The fixed assets reflected
on Union Carbiders consolidated financial statement
likely include non-U.S. assets; however, Union Carbide's
consolidated fixed assets exceed the requirement by L25
times. As a result, I've concluded Union Carbide meets
our criteria for fixed assets-

please let rne know if you have any questions on the above comments
or the attached financial ratios.
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cc: R. J. Firth
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PART I. FIT{AIICIAI. INFORMATION

T'NION CARBIDE CORPORJATION AND ST'BSIDIARIES
CONSOLIDATED STATEMEIE OF INCOME

Mi[ions of dollars
(Except per ehare figrures)

NET SAITES

Deductions (additione)
Cost of sales, exclusive of depreciation and

amortization shown eeparately below
Research and develoPment
s.iil,"g, iarirri"ttaiive and other e:qrenees (b)

Depreciation and amortization
Inlerest on long-tern and Ehort-tenn debt
other e:<pense (income)

INCOME BEFORE PROVISION FOR INCOME TAI(ES -
COTEINUING OPERATIONS

Provieion for incore tareg

INCOME OF CONSOLIDATBD COMPANIES - CONTINUING
OPERATIONS

Plus: UCC share of net incqne (loss) frut
coryorate investments carried at equity

INCOME FROM COTUINUING OPERATIONS
Incosne from diecontinued olrerations' net of

income tarces and minority interest
Net incone before cumulative effect of change in

accounting princiPles
Cumulative Etlect oi change in accor:nting principlee
NET INCOIIB (I,oSS)
Preferred stock dividend, net of taxeg
![ET INCOME (I,OSS) - CO!'!@N STOCKITOLDERS

Earnings per cmnon share
Primary
- Income frdr continuing operations
- Incure frur diecontinued operations
- Cumulative effect of change in accounting principlee
- Net incote
zuiiv 611,rs"6(c)

Cash dividende Per comnon share

Mministrative
Other e:q)eneee

(c) Fu11y diluted Per
antidilutive.

s 1.193

880
37
91
76
25
24

50
20

40

2
42

-
42

-

42
2

s-gq

o.?t

o.28
o.26
0.1875

s 1.187

875
3,
93
76
51

(16)

69
25

44

(21
42

33

75
(361)
12861

5
s (291)

-i o.21
I 0.26
$ (2 .81)
$ (2 .28)s-
s 0.25

93s
38

$
$
$
s
$
$

(a) Restated to reflect the adoption of Statement of Finaneial Accounting
Standards (FAS) 106 and FAS 109.

(b) Selling, adninietrative and other etq)enaeB include:
SeIIing $ 34

32
25 20

E-4 t-93,
share amountE are not presented where amount's are

.I.lre NoteE to Congol.idated Financial StatementB on Pageg 6 through 8 should
be read in conjunction with thie atatement.



T'NION CARBIDE CORPORATION AIID SI'BSIDIARIES
CONSOLIDATED BALAT{CE SHEET

Millione of dollare

ASSETS
Cash and cash eguivalentB
Notes and accor:nts receivable
Inventorieg:

Raw materials and supplies
ttork in proceBs
Finiehed goods

Prepaid e:cpensee
Total eurrent asaets

Property, plant and equiPment
Lege : Accurnulated depreciation

Net fixed aBBetB

Conpanies carried at equity
Other invegtments and advances

Total inveEtmente and advancee

Other assetE
Total aBsets

LTABfLITIES At{D STOCKIIOLDERS I EOftfTf
Accounts payable
Short-tern debt
Palments to be made within one year on

long-tern debt
Accrued incore and other taxes
Other accrued liabilities

Total current liabilitieE

March 31,
1993

$sz
799

L29
66

284
479
2L7

L.547

5,766
3.257
2,509

474
58

532

266
s4. 854

Dee.31,
L992

$ rzr
748

L2L
55

279
456
204

t,579

5, 730
3. 191
2,539

475
---58533

290
s4.941

$ 333 $ 37s
38X 324

2L 34
119 L62
547 582

1.401 L.477

Long-tern debt 763 1,113
Postretirement benefit obligation 546 544
Other long-tern obligationg 266 216
Deferred credits 303 263
uinority atockholdera' equity in

coneolidated subgidiariee 1 1
Convertible preferred stock 151 152
Unearned eryIoyee couq>eneation (120) (123)
UCC EtockholderE' equity:

Cqmron stock authorized - 500,000,000 shares
Cqmon stock iesued - 153,896,499 aharea

(135,513,389 shareE in L992) 154 136
Additional paid-in capital 368 100
Equity adjustment frdl foreigrn currency

translation (671 (71)
Retained earnings 1,134 1,119

1,589 L,284
Lesg: Treasury atock, at coEt-2,644,047 Bhares 46 46

Tota1 ltcc stockholders' eguity. 1.543 L.238
Total liabilities and stockholderBr equity gg.-gg S3.-gg

Ttle Note5 to Consolidated Financial Statements on Pages 5 through 8 should
be read in conjunction with this Etatement.
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T'NTON CARBIDE CORPORATION AI{D ST'BSIDIARIES
CONSOLIDATED STATEMETE OF CASH FLOWS

Millions of dollare
March 3rter

1993 L992

OPERATIONS
Income from conEinuing operatione
Non-cash charges-(credits) to net income

Depreciation and amortizaEion
Deferred income taxes
Other noncash charges (credits)

Investing credils. to net income
working -apitat (a)

Increase
cash and

42

76
t2
(1)
(21

(183 )

$42
76
(1)
1

(7)
(112)

Lonq-term assets and liabilities 23 (€L)

Cash Flow
I$[\TESTING

Capital
Net Bale

Used for rations

er<penditures
of inveetments,

(33 ) (221

(s0)
13

(58)
37

transferred
fixed and other aasets

Praxair Inc. 2l
Cash Flow Used for Inves (37) (33 )

FINAI\ICING
Net change in short-term debt
Proceeds from long-tern debt
Repalment of long-term debt
Iasuance of cornmon stock
Payments of dividende
Other

55

(100)
25

(28)
(2\

108
2

(10)
10

(3e )
2

cins (49) 73

cash equivalents ,, , i. l(119) 18

Cash and cash equivalents -beginning-9f-period . 171 54

Cash and c@nd-ot-Period $ SZ $ 82

Interest (net of anount capitalized)
Income ta.:Kes

93s
s21.

942
i2

(a) Net change in working capital ry corq)onent (excluding cash and cash
eggivateits, due frot Pr-axair, net aEsets held for aa1e. deferred
income taxes and ehort-te:.n debt) :

(Increase) decrease in current aBBetg
Notes and accountg receivabLe
Inventories

$ (sl)
(23)

erepaid e:q)enses 11 2l
Decreise in iayables and accruaLs (120) . . (63)

s (183) $ (112)

g (26)
6

The NoteB to Consolidated Financial Statements on Pages 6 through 8 ehould
be read in conjunction with this statement.
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1.

I]NION EARBIDE CORPORATION AIID ST'BSIDIARIES
NOTES TO CONSOLIDATED FII{AI{CIAI, STATEMENTS

consolidated Financial statements

In the opinion of management, the acconpanying r.rnaudited consolidated
financial Btatements include all adjuetments necessary for a fair statement
of the results for the interim periods. These adjustmentE consisted of
only no::na1 regurring adjuetments. Ttre accor;rarrying statement's should be

read in conjunction with the Notes to Financial Statements of Union Carbide
Coryoration and Subsidiariee (nthe Corlrorationn) in the 1992 annual report
to stockholders.

Income fron Discontinued Operatione

Ttre following ie a Euttrnary of selected cuq>onents of incqne frqn
operatione of praxair Inc., a diseontinued businese which was spun-off
on ilune 30, L9922

2.

Ouarter Ended March 31,

Net salesa
Incille before provision for incore tat(es
Provieion for incoure taxes
llinority interest
Net incore from corporate inveetments

carried at equitY

$ 6s3
64
24
11

4

(a) Includes net Balea to the Corporation of $12 stillion
(luarter, L992.

3. Long-Tenr Debt

Olr ilarruary 31, 1993, Union Carbide ChemiealE & Plastics Comparry, Inc.
('iUCC&P Inc.n) redeemed all of ite outgtanding 15 percent senior
debentures due 2006 at a price equal to 103 percent of the principal
anount of $12 rnillion. On March 16, L993, UCC&P Inc. called for
redelqrtion all its outstanding ?.5 percent convertible subordinated
debentures due 2OL2. Holders conwerted $261 million principal amount of
the debentures into 15,498,162 shareE of comon stock at a price of $15.79
per share and redeemed $84 million principal anount for cash at a price
equal to 103 percent of the principal anount of each debenture.

on April 1, 1993, ucc&P Inc. corpleted a s3oo million, two-part public
offering of $175 million principal anor.Ert of 7 .875 Percent 3Q-year
debentureE due April 1, 2023, and $125 mil.lion principal anount of 10-year
6.75 percent notes due April 1, 2003-

Payments due on long-term debt in the four years after 1993 are:
L994, $1.t million, Lggs, $18 miLlion, L996, $126 million, L991'
$21 million.



4. Union Carbide Chemicals and Plaetics Cortpany Inc-

UCC haE unconditionally guaranteed the palment of principal and interegt
on all debt of UCC&P Inc. registered with the Securities and Exchange
Comnission. The following is a eumnarized financial surunary of
UCC&P Inc. and its consolidated Eubsidiaries:

"illior." of doll"t" ffi
Net eales
Coet of sales
Depreciation and anortization
Income from continuing operations
Cumulative effect of change in

accounting princiPle - (332 )

$1, 193
880

76
40

$1, 187
879

75
40

Net income (loss) eo (259)

March 31, December 31.
L993 t992

Current assets sl,544 sL,517
Noncurrent assets 3-302 3'357

Total asEetB s4.846 s4 ' 934
Current liabilities
Noncurrent liabilities

iL,644
1, 887

s1,432
2,O83

Minoritv intereEt in consolidated eubsidiaries 1 I
Net asEetB s1-314 s1'418

5. Sale of the Org€uloSilicon Businees

q61 .gprril 13, 1993 the Corporation announced the sigrning of a def initiwe
agreement for the sale of its OrganoSilicon Producte, Systems and
Senrices (OSi) business to DLJ Merchant Banking Partners IJ.P. and
affiliates of the New York investment banking firm of Donaldson, Lufkin
& ilenrette, Inc. Ttre $300 million price conEiste of i22A million in
cash plus $80 million of preferred etock, which is convertible into
30 percent of the woting comlon Etock in the new Eilicones colpany.

Ttre sale is e:<pected to result in an after-tax gain for the Corporation,
the exact anount of which remains to be deter:urined. I'lre trangaction is
e:q)ected to close in the next few monthe.

6. Earnings Per Share

primary earnings per share is conlruted ry dividing net income - corfilon
stockholders, excluding tax benefite related to unallocated preferred
stock dividends, blr the weighted average number of cqrtnon eharee
outstanding and conrnon stock eguivalents related to dilutive stock
optiona. Fulty diluted earnings per share is conqruted ry dividing
adjusted net incde - common stockholders by the weighted average number
of comnon ghares outstanding, comnon stock eguivalents related to
dilutive st,ock optionE, and cqrnron shares ieeuable on conversion of
debentures and convertible preferred stock.

-1-



't. Cdrmon Stock

In the firet guarter of 1993 the Board of Directors announced that it had
authorized the repurchaee of up to 10 million shares of UCC cormnon stock
over an unlimited period in order to minimize future earnings dilution due
to cotfinon stock requirements r.mder certain errployee benef it plans. Through
the end of April, L993 the Corlporation has repurchased approximately
8OO,O00 shares at an average price of S17.395 per share.

Cmritmente and Contingencies

Ttre Corporation has entered into three agreements for the purchaEe of
ethylene related products and for the availability of te:rurinal storage frqn
facilities located in the U.S. and Canada. Ttre net preEent value of the
fixed and deterninable portion of ttreee obligations at March 31, 1993
totaled 9537 rnillion. Ttre Corporation and its consolidated subsidiaries
had additional contingent obligations at March 31, 1993 of $169 mi}lion,
principally related to environmental loss contingencies, discounted
receivables fr@t customers, and guaranteeg of debt.

See Note 19 of NoteE to Financial Statements in the Corporatidr'B L992 Annual
Report to Stoclctrolders for informat,iqr about Euits and proceedings arising frcn
or related to the December 3, L984 methyl isoclranate incident at the plartt at
Bhopal, India onned and operated bry Union Carbide Ind'ia Lfunited.

In additidr to the above, the Corporatiqr and ite cqrEolidated subsidiaries are
involved in a nunlcer of legal proceedings and claims with both private and
go\rernmental partiee. Ttreee cover a wide range of matters including,
but not limited to: product liability; Federal regulatory proceedinge; health,
safety and envirqunental natterst esq)lolznent; patents; contracts and taxes. In
sdne of these caseE, the remedies that nay be sought or damageE claimed are
eubEtarttial .

t{hile it is impossible at thiB time to deternine with certainty Ehe ultimate
outcome of any of the litigation referred to in this note, management beLieves
that adequate provisions have been made for probable loeges with respect
thereto and that such ultimate outcome, after provisions therefor, will not
have a material adwerge effect on the consolidated financial position of the
Coryoration but could hawe a material effect on conEolidated reeulte of
operations in a given guarter or year. Should arry loeseE be eustained in
connection with any of the rnatters referred to in thia note, in excees of
provisiong therefor, they will be charged to income in the future.

Management believee that the reeolutiqr of loss contingencies in excegs of
accrrrals for probable losses will not ha've a material adverse effect on the
cqrsolidated firrancial poeition of the Coryoratiqr tnrt could have a material
adrreree effect on cqreolidated reeults of operations in a given year.

8.

-8-



DISCUSSION A}ID AIIAI,YSIS OF RESI'LTS OF OPERATIONS
A}TD FIIiIANCIAL COI{TDTTION

Continuing operations include revenues and erq)enEes of Chemieals & Plastics
operatione, as well as general e:qrensee (income) - net, associated with
corT)orate staff, financing and noncore business activities.

Overview

For the quarter ending March 31, 1993 the Coryoration reported net income
avaiLable to comnon BtockholderE of $40 million, or $0-28 per comnon share
primary ($0.25 per cdrlmon share fuI1y diluted). Wtrile variable margins
were down for many products, earnings were helped ry iurproving volumes and
continuing cogt contaiilnent. Although the CorPoration ant,iciPatee volumes
to remain Etrong, pressure on margins is e:<pected to continue due to
general economic weaknesB, especially in overseas markets.

Results of Operations

Net income from continuing operations available to comnon Ehareholders was
g40 million for the first quarter of 1993, cotrlpared to $37 million for the
same period laet year. The Conqlany realized additional incosre during the
1992 quarter of 933 million frur discontinued operations (repreeenting
earninge from Praxair, Inc. (nPraxair") prior to its spin-off on itune 30,
L992, and had an after-tax charge of $361 million, reflecting the
cumulative prior yearsr effect of the FAS 106 and 109 accounting changes.
Taking all of thege itemE into coneideration, the Corporat,ion reported a
net loaB of $291 miltion in the L992 first quarter.

Preferred dividends, net of tax, agsociated with the Union Carbide
corporation Employee stock ownership Pran (EsoP) Etock anounted to
92 million in the March, 1993 quarter verBus $5 nillion in the March, L992
quarter. Ttre reduction ig due to the repurchase of 7.5 million shares of
unallocated ESOP sharea from the ESOP trugtee during the eecond quarter of
Lg92. Thie action prese:rved the erq)ected ten-year life of the ESOP, which
now has fewer participating errployeeB as a result of the spin-off of Praxair-

Sa1es increaeed slightly in the firet quarter of 1993 to $1.193 billion
from $1.187 billion in the first quarter of L992. Overall volumes
improved, with donrestic-based polyester grade ethylene glycol erperiencing
the moEt sigrnificant increaEe.

Variable margin was 4?.4 percent in the first quarter of 1993 versua
48.6 percent in the sarne quarter of ],992. General economic weakness
overgeaa more than offset improvement in domeetic margins. Groes margin
for the first quarter of 1993 and 1992 wae 26.3 percent. Manufacturing and
distribution coBt ilprovements in 1993 helped Etabilize the grogB margin
ratio despite the variable urargin decrease. Selling, administrative and
oEher sq)enses decreaeed elightly over the prior yearrs quarter. Inconre
frorn partnerships decreased in the current quarter over the same period
last year primarily due to cotq)aratively lower earningg from UOP, a
partnership with Allied-Sigrnal Inc. UOP's firEt guarter, 1992 earninge
were unuBually Etrong.



The following table reconcilee operating profit with the consolidated
financial atatementg. (Ttre term operating profit ig ueed as defined in
Statement of Financial Accounting St,andards No. 14).

Fir8t Ouarter
Millions of dollars 1993 L992

Operating profit S1O7 $11?*
Less: General e:<pense (incqne) - net 22 (3)

Less: Interest on long-ter:n and short-term debt 25 51
Incille before provieion for incote taxes -

continuing operations S-9,g tr2
* Restated to reflect the adoption of FAS 106.

General e:q)enee (incure) - neE's sigrnificant change was due primarily to
the absence of intereet incqre on Ehe $r billion owed to the Corporation
from Prarcair which wae paid to the Corporation upon spin-off.

Interest erlpenEe decreaEed 51 percent in the first quarter of 1993 coqrared
with the firet quarter ]''992 aa a result of eigrnificantly decreased debt
levels and lower interegt ratea.

Earnings fron the Corporation'g investmentg carried at equity totaled
92 nillion in the current quarter aE conq)ared to a losE of the same anount
for the conqtarable quarter in L992, mainly reflecting irproved UCAR Carbon
results. Although UCAR Carbon hae showrr improvemente in recent operating
results as a result of continued cost cutting and a recovery in general
economic conditions, further facility rationalizations may be required to
properly structure the bueiness for consiEEent profitability in the future.

Financial Condition - March 31. 1993

Cash flow used for operationE was $33 stillion for the first quarter of
t993, veraua 922 mitlion used for the firet guarter of L992. Ttre change in
cash flow used for operations waa due primarily to a reduction in payables
and accrualE.

Cash flow uged for investing was elightly higher in 1993, reflecting a
reduction in proceeds fror the Eales of investments partially offset by
reduced capital spending. In the firet quarter of L992 the Corproation
received $32 milLion fror the sale of a Canadian invegtment.

In the first quarter, UCC&P Inc. redeemed all of its outstanding
?.5 percent convertible Eubordinated debentures due 2012, of which
$84 nillion was redeened for cash and $261 million was converted into
connon stock. AB a reBult, firet quarter 1993 cash flow used for financing
was $49 million, as compared to cash flow received from financing of
$73 million in L992.

-10-



Ttre Corporation'e ratio of debt to capital decreased to {3.0 percent at
March 31, 1993 fror 54.3 percent at Decenber 31, L992- At ![arch 3L, 1993
there rere no outstanding borrowinge under the exieting naJor bank credit
agreement of $850 nillion. Courercial paper outetanding at ![arc]t 31, 1993
was 9207 million. On April 1, 1993 UCC&P Inc. coq)leted a tro-part public
offering totaling 9300 nillion uged prinrarily to refinance exieting short-
term debt.

Caeh dividends to UCc cdrnc,n etockholdera anounted to 925 nillion.

-11 -



PART II. OTHER INFORMATION

Item 1. Leqal Proceedinqg

See Note I to the Corlrorationrg congolidated financial statements on
page 8 of this 10-Q RePort.

Item 6. E:dribits and Reports on Form 8-K

(a) E:dribitE.

The following o<hibit ie filed aa part of this report:

11 - Corlrutation of Earnings Per Share -

(b) No reports on Forn 8-K were filed for the three months ended
Mareh 31, 1993.

-L2-



g$iSEBE

Pursurnt to the requirenents of the Sectrritiee Bxchange Act of 193{, thc
Registrant hae duly caused thiE report to be elgnred on ite behalf b'y the
undereigned thereunto duLy authorized.

I'NION EARBIDE CORPORATION
(Regietrant)

Mav 12. 1993 By: ilohrK. tftrlff
{IOHN K. m[,FF

viee-Preeident, Controller
and Principal Accounting

Officer
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T'NION CARBIDE CORPORATION AND SUBSIDIARIES
COMPUTATION OF EJARNINGS PER SHARE

(In milLions of dollars except per share atnounts)

E)&ibit 11

Ouarter Ended March 31,
t993 L992

Earninqs Per Share - Primanr
Incorne from continuing operations

'LeBs: Preferred stock dividend

Weighted average number of conrnon
and cormnon equivalent shares applicable
to primary earninge per share calculation

l{eighted average number of
shares outstanding

Dilutive effect of stock optionE

Earnings per share - primary
Income from continuing operations
Discontinued operations
Cumufative effect of accounting changes
Net income (losE) - cornnon stockholders

Income fron continuing olrerations
Plus: Intereat on convertible debentures -

(net of taxee)
LesE: Additional ESOP contribution resulting from

aesuned conversion of preferred etock
Income from continuing operations

for fulty diLuted income calculation
Income from discontinued operations
Cumulative effect of accounting changes
Net incorne (loss) for fully diluted incqne calculation

Weighted average number of corunon
and conrnon equivalent ehares applicable to
fully diluted earnings per share calculation

Weighted average number of ehares outstanding
Dilutive effect of stock options
Shares issuabLe upon conversion of UCC

convertible debentures
Shares iseuable upon conversion of UCC

convertible preferred stock

Per share assuming full dilution
Income from continuing operations
Discontinued operations
Cumulative effect of accounting changes
Net income (Ioss)

Net income from continuing operations available
to cotmon stockholders for primary income calculation 39

Income from discontinued operations -
Cumulative effect of accounting changes 

-
Net income (loss) - conmon stockholders S-€,

s42
3

$ 0.28

-

s 0.28

s-gg,

L36,962,535
3,544, 081

18, 180, 7?6

L6 .957 ,754
L75.545.]-46

I 0.26

s 0.26

-

s42
7

35
33

(361)
s (293 )

I O.27
o.26

(2 . 81)
s (2.281

4

3

43
33

(361)
s (28s)

L27 ,846 ,32L
934,2L0

9 , 718, 310

15. 075.525
L53.574,366

$ 0.28
o.22

s (2 .36)
$-(r.g,g,r 

*

L36 ,962 ,535 L27 ,946 ,32t
3.327 .285 784.7L3

t29r39ry. l4,SSJJ,;,j,.

4242

46

Fully diluted per ehare amounts are not presented in the Consolidated Statement
of Income where amounts are antidilutive.
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